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SUBJECT: LABOR GOVERNMENT PLANS ANNOUNCEMENT RE GOVERN- 
MENT CONTROL OF NORTH SEA OIL 

1. TWO SUNDAY PAPERS (OBSERVER AND TELEGRAPH) JULY 7 
CARRIED FRONTPAGE STORIES TO THE EFFECT THAT ENERGY 
SECSTATEVARLEY WILL PUBLISH WHITE PAPER BEFORE HOUSE OF 
COMMONS RECESSES AT END OF JULY REGARDING LABOR GOVERN- 
MENT INTENTIONS CONCERNING NORTH SEA OIL. PRESS ACCOUNTS, 
EVIDENTLY BASED ON LEAKS, CONTAINED FOUR ESSENTIAL POINTS. 

A) THE STATE CONTEMPLATES TAKING A MAJORITY SHARE 
HOLDING IN ALL NORTH SEA OIL OPERATING COMPANIES. THE 
TELEGRAPH SPECULATED THAT THE GOVERNMENT'S SHARE WILL BE 
51 PERCENT. 

B) THERE WILL BE A BIG INCREASE IN THE COST OF 
DEVELOPMENT LICENSES TO INSURE A MUCH LARGER SHARE OF 
THE POTENTIAL PROFIT "COMES BACK TO THE GOVERNMENT." 

C) THE CREATION OF A STATE PURCHASING ORGANIZATION 
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TO WHICH COMPANIES WILL BE COMPELLED TO SELL THEIR OIL 
AND WHICH WILL REGULATE THE RATE OF EXTRACTION (THE 
OBSERVER DOUBTS THAT THE GOVERNMENT WILL INSIST COMPANIES 
SELL THEIR OIL TO A MONOPOLY BUYER). 

D) ARRANGEMENTS TO INSURE THAT A FAIR SHARE OF OIL 
PROFITS GO TO SCOTLAND AS DEVELOPMENT GRANTS AND HELP TO 
IMPROVE THE ENVIRONMENT AND SOCIAL AND EDUCATIONAL 
SERVICES. 

2. DEPARTMENT OF ENERGY OFFICIALS REFUSE TO COMMENT IN 
ANY DETAIL ON THESE POINTS. THEY SAY FIRM DECISIONS "ON 
THE SHAPE OF THE FINAL PACKAGE" HAVE NOT YET BEEN MADE 
AND THAT IN THE MEANTIME THEIR SPECULATIONS MIGHT BE MORE 
MISLEADING THAN HELPFUL. THEY BELIEVE AN ANNOUNCEMENT IS 
LIKELY WITHIN THE NEXT FEW DAYS. THEY ALSO SAY THE 
GOVERNMENT INTENDS TO INFORM THE US GOVERNMENT BEFORE AN 
ANNOUNCEMENT IS MADE OF THE TERMS OF THE PACKAGE. 

3. THESE OFFICIALS ARE, OF COURSE, AWARE THAT WE ARE 
REPORTING THE ABOVE. IF DEPARTMENT HAS ANY SPECIFIC 
QUESTIONS OR POINTS IT WISHES US TO RAISE WITH THE 
BRITISH GOVERNMENT BEFORE THEY GET IN TOUCH WITH US, WE 
SHOULD BE INSTRUCTED ACCORDINGLY AS SOON AS POSSIBLE. 

4. SEE LONDON'S 8462 FOR FURTHER DETAILS. 

ANNENBERG 
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